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DOCKETFU ICY

DATES November 27, 2007 Q,
DIVERS IFIED WATER UTILITIES , INC. S TAFF RES P ONS E TO
P ROCEDURAL ORDER IS S UED NOVEMBER 16, 2007.
DOCKET no. W-02859A-04-0844

On Nove mbe r 16 , 2007 , a  P roce dura l Orde r wa s  is s ue d  by the  He a ring  Divis ion
reques ting additiona l, pos t-hea ring comments  from S ta ff in three  specific a rea s . S ta ff ha s  lis ted
the  requests  of the  Adminis tra tive  Law Judge  and Sta ffs  responses  be low:

1, Exp la in  how S ta ffs  re comme nda tions  in the  S ta ff Re port a re  a ffe cte d  by
Dive rs ifie d's  ne w pos ition.

Response : S ta ff" s  recommenda tions  in the  S ta ff Report a re  not a ffected by Divers ified's
ne w pos ition.

2. Doe s  S ta ff be lie ve  tha t it is  a ppropria te  for Dive rs ifie d to te rmina te  its  hook-up
fee  ta riff?

Re sponse : In this  ca se , S ta ff be lie ve s  it ma y be  a ppropria te  for Dive rs ifie d to te rmina te
its  hook-up fee  ta riff because  it may he lp Divers ified build ra te  base .

3. Doe s  S ta ff be lie ve  it is  a ppropria te  for Dive rs ifie d to fund the  infra s tructure  for
the  CC&N e xte ns ion a re a  only through Adva nce s  in Aid of Cons truction ("AIAC")?

RE:

Re sponse : S ta ff doe s  not ge ne ra lly ma ke  re comme nda tions  re ga rding ca pita l s tructure
a nd fina ncing within  the  conte xt of e xte ns ions  of Ce rtifica te s  of Conve nie nce  a nd
Ne ce ss ity. A ra te  ca se  is  the  mos t a ppropria te  se tting for such re comme nda tions  whe n
the  impa ct of spe cific ca pita l s tructure s  ca n be  be tte r me a sure d. Howe ve r, Dive rs ifie d
ha s  prima rily re lie d  on  AIAC a nd contributions  to  fina nce  p la n t. The re fore , S ta ff
recommends tha t future  main extension agreements  entered by Diversified should conta in
re fund provis ions  which e xce e d thos e  me ntione d in A.A.C.Rl4-2-406.D. S ta ff furthe r
recommends  tha t the  re fund provis ions  exceed twenty pe rcent of the  tota l gross  annua l
re ve nue  from the  ma in e xte ns ion a nd tha t re funds  be  ma de  until the  e ntire  ba la nce  is
re funded. This  condition should rema in in e ffect until furthe r orde r of the  Commiss ion.



In the  a lte rna tive , Divers ified could issue  equity to finance  the  extens ions .
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